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California State Assembly

 Dear Friend,

        I hope that you will find this booklet useful in  
        understanding the California State Budget  
        process and hopefully this will encourage you  
        to participate in that process.

        The annual budget process determines the  
        amount of money that will be spent on  
        education, law enforcement, social services,  
        health care and numerous other state and local  
        programs.  The California State Budget also  
        determines how much we, as taxpayers, will  
        pay to fund these services.

Understanding the budget process will help you to communicate  
effectively your state spending priorities to your state representatives  
and influence the budget decisions that affect your everyday life.

If you have any questions or need additional information, please do  
not hesitate to contact my office at (925) 328-1515.

 Sincerely,

 Joan Buchanan
 Assemblymember, 15th District

Joan Buchanan
As s e m b ly m e m b e r,  15t h Di s t r i c t
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inTroDuCTion

The majority of budget 
work occurs during 
Budget Committee 
hearings.

 although 

calIfornIa 

haS had 

a legISlature 

SInce It Became 

a State In 1850, 

It IS only In the 

laSt 75 yearS 

that It haS had 

a formal 

Budget 

ProceSS.

HE word “budget” comes from the French word meaning leather 

bag or small purse.  However, a small bag doesn’t hold much; one T
must be creative and efficient to get everything in.  The California State 

Budget is no different.  Regardless of California’s economic conditions, 

the budget “purse” is never large enough; there are always demands for 

more programs and services than money available.  Our elected state 

representatives are responsible for deciding which priorities should be 

included.

 The Budget defines how much money will be available for education, 

law enforcement, fire protection and other public services.  It also 

determines how much we pay in taxes and fees.  The final decisions are 

a reflection of what we value and who we are as Californians.  

 With so much at stake, it’s important to understand how the Budget 

process works and how you can influence it.



The sTATe 
BuDGeT 
ProCess

develoPment 

of the State 

Budget IS a 

year-long 

ProceSS.

A StAte Budget IS developed

Between  June and August of each year, state agencies or departments develop 
budget proposals to augment their existing levels of service.  Departments prepare 

Budget Change Proposals (BCPs), which are sent to the Department of Finance 
(DOF) for review.  The DOF analyzes these budget proposals, estimates future state 
revenues and prepares a balanced expenditure plan for the Governor’s approval.  

the governor’S Budget IS Introduced

The Governor evaluates the DOF budget proposal and, on or before January  
10 of each year, releases to the public and the California State Legislature the 

“Governor’s Budget” for the coming fiscal year.  The Governor’s Budget is then 
introduced as two identical budget bills, one Assembly bill and one Senate bill,  
for consideration by each House. 

The Legislative Analyst, the financial review agency of the Legislature, prepares  
an extensive “Analysis of the Budget Bill,” which includes program backgrounds, 
economic projections and recommended revisions.  Soon after the Analysis is 
released, budget subcommittee hearings on the Budget Bill begin.

the Budget IS heArd In commItteeS

The Assembly Budget Bill is referred to the Assembly Budget Committee, and   
the Senate Budget Bill is referred to the Senate Budget and Fiscal Review 

Committee.  The two committees divide their respective bills by subject matter and 
assign items to the appropriate budget subcommittees for public hearings.

ASSemBly Budget SuBcommItteeS

 No. 1 ...... Health and Human Services
 No. 2 ...... Education Finance
 No. 3 ...... Resources
 No. 4 ...... State Administration
 No. 5 ...... Information Technology and Transportation

SenAte Budget And FIScAl revIew SuBcommItteeS

 No. 1  ...... Education
 No. 2  ...... Resources, Environmental Protection, Energy and Transportation
 No. 3  ...... Health and Human Services
 No. 4  ...... State Administration, General Government, Judicial and Veteran Affairs
 No. 5  ..... Revenue, the Economy and Labor



the BeSt oPPortunIty for PuBlIc InPut

Most of the changes in the Budget Bill are made in the budget subcommittees  
of each House.

Representatives from state agencies, the Department of Finance and the 
Legislative Analyst’s Office appear before the subcommittees and make funding 
recommendations.  

Interested citizens and groups also have an opportunity to offer input supporting 
the continuation, expansion or deletion of a budget item.  

The most important time for constituents to be heard on items relating to the 
budget is between March and May, when subcommittees are meeting.

In order to influence an item in the budget, it is important to contact: 
1)  Your State Assembly member and State Senator;
2)  Members of the budget committees and the appropriate subcommittees; and 
3)  The Governor

Elected officials can be contacted by calling their district or capitol offices, 
writing a letter, scheduling an appointment or sending an e-mail.

the may revISe

In mid-May, the Governor releases an update to his or her original budget based  
upon changes in the state’s revenues, and expenditures.  Known as the “May 

Revise,” it includes the latest economic updates to ensure that the most current 
information is considered before the Budget is enacted.  These figures are then 
used to draft amendments to bills being heard in the budget subcommittees.   
The Legislature typically waits for the May Revise update before final budget 
decisions are made on major programs, such as education, corrections and health 
and human services.

the amended Budget BIllS are Sent to each houSe

Upon completion of the hearings, the budget subcommittees approve, revise 
or disapprove specific details of the Budget.  The subcommittees then 

submit a report to their respective budget committees.

The full budget committee of each House adopts its subcommittees’ reports  
and sends revised Budget Bills to the Assembly and Senate floors for amendments 
and votes.

the BeSt 

tIme for 

conStItuentS 

to Be heard on 

ItemS relatIng 

to the Budget  

IS Between 

march and may, 

when Budget 

SuBcommItteeS 

are meetIng.



ProPoSItIon 

98, PaSSed By 

calIfornIa  

voterS In 1988, 

requIreS that  

at leaSt 40% 

of the State 

Budget Be  

SPent on   

PuBlIc  

educatIon.

the aSSemBly and Senate vote on Budget BIllS

The Assembly and the Senate vote to pass their version of the Budget Bill and  
send it to the other House for concurrence.  If either bill is not passed by 

the other House, it is sent to a Budget Conference Committee to resolve the 
differences between the two bills.

the Budget conference commIttee

Budget Conference Committee hearings begin in early June and last until the  
Budget is sent to each House for final passage. 

The Conference Committee, made up of three members from each House, is 
formed to resolve the differences between the Assembly and Senate versions of 
the Budget Bill.  These differences are often the most contentious portions of the 
Budget.  Generally, the committee is not allowed to consider new proposals or 
review those issues on which the two Houses already agree. 

The Conference Committee methodically works through the agenda, approving 
compromises when possible and skipping over areas where conflict remains.  
This process is repeated until the last few issues are settled — often during 
intense negotiations with the Governor. 

The Budget Conference Committee passes and reports to both Houses of the 
Legislature a conference committee report containing the Budget Bill. 

If the Conference Committee cannot reach an agreement on the Budget, the “Big 
5,” consisting of the Governor, the President pro Tem of the Senate, the Speaker 
of the Assembly, and the minority leaders of both Houses, often meet to resolve 
the stalemate.



the fInal PaSSage of the Budget

Once the full Assembly and the full Senate receive the conference  
committee report, each caucus meets to be briefed on the contents of 

the final agreement, and a floor vote follows.  At this time, the conference 
committee report containing the Budget Bill cannot be amended.  

If the Budget Bill has provisions that require changes to existing law, 
separate bills that implement those changes — “Trailer Bills” — are 
introduced and voted on, generally at the same time as the Budget Bill.

California is one of the few states in the nation that requires a “super 
majority” vote of both Houses to pass the State Budget.  Therefore, 
the Budget Bill must be approved by a two-thirds vote of each House 
before it can be sent to the Governor for approval.  The California State 
Constitution requires that the Governor receive the Budget Bill by June 15.

the Budget BIll goeS to the governor

The Governor has 12 working days to sign or veto the Budget Bill after  
receiving it from the Legislature.  By using the line-item veto, the 

Governor may reduce or eliminate — “blue pencil” — any appropriation 
before the Budget Bill is signed.  The Legislature can override a line-item 
veto with a two-thirds vote of both Houses.  

Following the Governor’s signature, the Budget Bill goes into effect on July 1.

A new budget for the state is adopted every fiscal year.  The fiscal year 
runs from July 1 through June 30.

calIfornIa IS  

the only  

State that 

requIreS a 

SuPer maJorIty 

vote and 

ProvIdeS  

the governor 

wIth lIne-Item 

veto authorIty.  

the Budget BIll 

muSt Be PaSSed 

By a “SuPer 

maJorIty,”  

two-thIrdS of 

each houSe, 

Before It  

can Be  

Sent to the 

governor for 

aPProval.



Department of Finance

Assembly
Budget Committee

Senate Budget & Fiscal
Review Committee

Assembly Floor Senate Floor

Governor

Assembly Floor Senate Floor

Senate Budget & Fiscal
Review Committee

Budget 
Conference Committee

Governor

Assembly Floor Senate Floor

Assembly Budget Subcommittees
No. 1 Health and Human Services
No. 2 Education Finance
No. 3  Resources
No. 4  State Administration
No. 5  Information Technology and   
 Transportation

Senate Budget Subcommittees
No. 1  Education
No. 2  Resources, Environmental Protection, 
 Energy and Transportation
No. 3  Health and Human Services
No. 4  State Administration, General  
 Government, Judicial and  
 Veteran Affairs
No. 5  Revenue, the Economy and Labor

Assembly
Budget Committee

BuDGeT Bill 
ProCess 
AT-A-GlAnCe



General Fund
Revenues (Example)sTATe BuDGeT

revenues  
AnD 

exPenDiTures

the 

calIfornIa  

State 

conStItutIon 

requIreS the 

governor 

to ProPoSe a 

Balanced  

Budget — 

exPendItureS  

may not exceed 

revenueS.

A. Personal Income Tax
B. Sales Tax
C. Corporation Taxes
D. Tobacco Taxes
E. Insurance Tax
F. Estate Taxes
G. Other
H. Liquor Tax

A. K-12 Education 
B. Health and Human Services 
C. Courts 
D. Higher Education 
E. Business, Transportation
  and Housing 
F. Youth and Adult Correctional
  Agency 
G. State and Consumer Services
H. Other
I. Tax Relief
J. Resources
K. Environmental Protection

General Fund
Expenditures (Example)



nearly 90% of  

the State  

Budget IS  

locked Into  

Place and IS  

outSIde the 

control of  

eIther the 

governor 

or the 

legISlature.

many of theSe 

conStraIntS  

are the reSult  

of voter-

aPProved  

Ballot  

meaSureS,

often referred 

to aS “Ballot  

Box BudgetIng.”

100 yeArs 
of BuDGeT-
relATeD 
ProPosiTions

Budget-related ProPoSItIonS 1879 - 2006

1879 conStItutIonAl conventIon  Initiated a two-thirds vote requirement for passage 
of local school bonds.

1911  conStItutIonAl Amendment  Created the state initiative process.

1922 commonweAlth cluB InItIAtIve  Created the framework and timelines for 
consideration and enactment of the State Budget.

1933 rIley-StewArt Amendment  Established a two-thirds vote requirement for pas-
sage of the State Budget.

1978  propoSItIon 13  Capped property-tax rates and limited hikes in assessed values. 
Gave control of local property tax revenues to the state and required a two-thirds 
vote of the Legislature to increase taxes.

1979  propoSItIon 4  (Gann Spending Limit) Limited state and local expenditures, 
adjusted for inflation and population.

1982 propoSItIon 7  Implemented full indexing of income tax brackets to account for 
increases in the Consumer Price Index.

1984 propoSItIon 37  Created the State Lottery, earmarking the revenues for education.

1986 propoSItIon 62  Required a two-step voting process for local governments to raise 
new general taxes; required all special taxes to be approved by two-thirds of voters.

1988 propoSItIon 98  Required that 40% of General Fund revenues go to public schools 
and community colleges.

1988 propoSItIon 99  Raised cigarette taxes by 25¢ a pack and by an equivalent amount 
on other tobacco products; allocated proceeds to health services, anti-tobacco 
education and research on tobacco-related illnesses.

1990 propoSItIon 111  Increased the gasoline tax and revised the method for calculating 
the Gann Spending Limit.  Modified Proposition 98, determining how much new 
revenues should go to schools.

1993 propoSItIon 172  Imposed a half-cent sales tax to pay for public safety services.

1998 propoSItIon 10  Raised taxes on cigarettes by 50 cents a pack and on other tobacco 
products by the equivalent of $1 a pack; allocated proceeds to early childhood 
development programs administered by a new state commission.

2002 propoSItIon 42  Required that gasoline sales taxes be used annually for state and 
local transportation projects.

2002 propoSItIon 49  Increased state grant funds available for before/after school 
programs, resulting in a permanent increase in the annual level of state 
appropriations for K-12 education. 

2004 propoSItIon 58  Required the state to enact a balanced budget where expenditures 
do not exceed available revenues.

2006 propoSItIon 1A  Required that sales taxes on gasoline be used exclusively for 
transportation purposes.



GlossAry 
of BuDGeT 

Terms

Allotment  Part of an appropriation to 
be spent for a particular purpose during a 
specified period of time.

ApproprIAtIon  Money set apart for a 
specific use either by the Budget Bill or  
by other legislation.

ApproprIAtIon lImIt  Also known as the 
“Gann Limit.”  Limits level of growth of 
certain appropriations from tax proceeds 
to prior year’s appropriation, as adjusted 
for changes in the cost of living and the 
population.  

ASSemBly  Legislative body of 80  
members who are elected every two years 
and are limited to serving three terms.

AugmentAtIon  An increase in an  
allotment.

BIll  A proposed law or a change in  
the law introduced by a member of  
the Legislature.

Budget  Suggested allocation of state 
moneys presented annually by the  
Governor to the Legislature for  
consideration.

Budget chAnge propoSAl (Bcp)   
A proposal to change the level of service  
or funding for activities authored by the 
Legislature.

Budget commItteeS  The Senate and 
the Assembly committee that review the 
Governor’s budget proposal.

cApItAl outlAy  Expenditures that result 
in the acquisition of or addition to major 
fixed assets, such as buildings.

conFerence commIttee  Group of six 
members made up of three representatives 
from each House who are appointed to 
consider State Budget matters upon which 
the two Houses disagree.

contInuIng ApproprIAtIon  Amount 
available each year under a permanent 
constitutional or statutory expenditure  
authorization that is automatically  
renewed each year.

coSt-oF-lIvIng AdJuStmentS (colAS)  
Increases provided in state-funded  
programs that include periodic  
adjustments predetermined in state law,  
as well as adjustments that may be  
established at optional levels by the  
Legislature.

eXpendIture  The amount of an  
appropriation used for goods and services 
ordered and received.

FIle  Daily printed program or agenda 
of business before a House and its 
committees.

FInAnce, depArtment oF  State 
department under the control of the 
Governor that analyzes legislation and the 
State Budget.

FIScAl yeAr (Fy)  A 12-month accounting 
period that runs from July 1 through the 
following June 30.

Floor  A colloquialism describing the 
interior of either House, sometimes 
distinguishing the membership from the 
presiding officer; matters before either 
House may be referred to as “on the floor.”



FungIBle  Special funds that may be 
transferred to the General Fund.

generAl Fund  Predominant fund for 
financing state operations.  The primary 
sources of revenue are personal income 
taxes, sales taxes, bank and corporation 
taxes.

governor  Chief executive of the State 
of California, elected every four years and 
limited to two terms.

legISlAtIve AnAlySt  The Legislature’s 
nonpartisan fiscal analyst who analyzes 
the Governor’s Budget and recommends 
changes.

legISlAture  Body of 120 members 
elected to pass laws and oversee their 
implementation.

lIne-Item veto The authority of the 
Governor to reduce or eliminate items of 
appropriation while approving the rest of 
the bill.  Also known as a “Blue Pencil” 
veto.

Quorum  Number of legislative members 
required to be present before business 
may be transacted on the floor of either 
house: 21 in the Senate and 41 in the 
Assembly.

reServe  Amount set aside in a fund to 
provide for future unanticipated declines 
in revenues or increases in expenditures.

revenue  Government income from all 
sources appropriated for the payment of 
public expenses.  Generally derived from 
taxes, licenses and fees or investment 
earnings.

SenAte  Legislative body of 40 members 
who are elected every four years and are 
limited to serving two terms.

SeSSIon  Period during which the 
Legislature meets.

SpecIAl FundS  Funds where moneys 
from user fees have been deposited or 
where revenues are set aside for a  
particular use.

urgency  A matter affecting the 
immediate public peace, health or 
safety; any measure so defined goes into 
effect immediately upon receiving the 
Governor’s signature.

veto  Action of the Governor in 
disapproving a measure. May be 
overridden with a two-thirds vote of both 
Houses. 

the governor’S Budget  
The Governor’s Budget contains plans for 
state revenues and expenditures and is 
the central component for all government 
program policies and operations.  It is a 
detailed presentation for each department for 
the past, current and proposed budget year.



sTATe
 BuDGeT

PuBliCATions
AvAilABle

 To The PuBliC
moSt Budget 

PuBlIcatIonS  

can Be found 

on the Internet 

through the 

aSSemBly 

homePage:

 www.assembly.ca.gov/ 

follow the  

lInkS to the 

aPProPrIate 

dePartment 

or commIttee 

that releaSed 

the PuBlIcatIon.

governor’S Budget SummAry  
The Governor’s Budget Summary contains 
an overview of the major provisions of the 
proposed budget, including the Governor’s 
goals and objectives and policy perspectives.  
It is usually less than 200 pages.  

SAlArIeS And wAgeS Supplement  
This publication, issued later in the year,  
contains a detailed three-year expenditure 
plan for state government employee positions.

the Budget BIll  
The Budget Bill is a technical two-volume 
legislative bill that is arranged by item 
order, which is in the same order as the 
Governor’s Budget and reflects the same 
proposals and requests.  

legISlAtIve AnAlySt’S revIew  
oF the Budget And the perSpectIveS 
And ISSueS  
The Legislative Analyst’s Analysis of the 
Budget is the most comprehensive review 
of the Budget Bill and its detailed review 
is published in mid-February.  It contains 
a department-by-department analysis to 
support the Legislative Analyst’s findings 
and recommendations on the funding 
levels proposed in the Governor’s Budget. 
A companion document, Perspectives 
and Issues, provides an overview of the 
state’s fiscal picture and identifies some 
of the major policy issues confronting the 
Legislature.  It helps the Legislature to set 
funding priorities.     

the mAy revISe  
The May Revise is an annual update to  
the Governor’s Budget containing the most 
current revenues and expenditures for 
the Governor’s Budget.  The Department 
of Finance is required to submit its May 
Revision to the Legislature by May 14. 

SuBcommIttee AgendAS   
These agendas briefly describe the issues 
to be discussed during each subcommittee 
hearing.  They provide a picture of the 
concerns the subcommittee has with each 
department and are usually available the 
day before the hearing. 

SuBcommIttee reportS  
At the conclusion of budget subcommittee 
hearings, a report is sent by each 
subcommittee to the chair of the full 
budget committee.  These reports 
list the actions recommended by the 
subcommittees on all the items under 
their respective jurisdictions.

conFerence commIttee AgendA   
The conference committee agenda is a  
lengthy document that details the differences 
between the Budget Bills of each House. 
Due to cost controls, this document is not 
widely distributed but is available to the 
public for viewing or copying. 

Budget conFerence commIttee report
The conference committee report lists 
budget items that are in conflict between 
the two versions of the Budget passed 
by each legislative House and their final 
resolution by the Conference Committee.

Budget Act
The Budget Bill, as passed by both Houses 
of the Legislature and signed by the  
Governor, becomes the Budget Act.



ACCessinG 
The 
leGislATure 
ThrouGh The 
inTerneT

vISIt the aSSemBly weB Page:  www.assembly.ca.gov

The California State Assembly web page at www.assembly.ca.gov is your  
computer gateway to state government.  This site provides a wealth of  

information about your State Legislature, its day-to-day activities, proposed  
legislation and the representatives.  Additionally, you can:

• Communicate with other Assembly members and me by e-mail.

• Get information about past and present legislation. 

• Create a personal “Subscribe List” to receive automatic e-mail updates about 
legislation.

• Create a personalized page that reflects issues and information sources that are 
important to you.

• Meet and discuss important and timely legislative issues with other Californians 
in special forums.

keeP uP-to-date automatIcally

If you’re interested in tracking specific bills, there is an easy way to create a 
personal “Subscription List” to automatically receive e-mail updates about ever-
changing bills:

• Click “Legislation” button.

• Type your subject of interest, or bill number, or bill author; then click the  
 “Search” button.

• When the bill information is displayed, click the “Subscribe” button.

• Enter your e-mail address and click the “OK” button.

let your vIewS Be known

If you want to send an e-mail to your legislator:

• Use the “Member’s Directory” to find your legislator’s 
e-mail address.

• Write a brief letter of support or opposition for 
budget bills and include the bill numbers.

• Close with a request for more information.

• Always include your full name, home address 
and telephone number (you may also wish to 
include your e-mail address).
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